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Programs  of  the  Dairy  Branc'i  during  the  year  were  aimed  primarily  at  maintaining 
needed  high  milk  production  and  at  readjusting  the  dairy  economy  to  a  peacetime 
basis.  - 

Total  milk  production  :vas  estLmated  at  an  all-tim^e  record  of  121  billion  pounds 
for  the  fiscal  year,  or  slightly  miore  than  the  revised  production  estLmate  for 
the  previous  year.     There  were  fe^ver  covvs^  continued  shortages  of  farm  labor 
and  equipment,  and  a  gro'.ving  scarcity  of  feed  grains  as  a  result  of  continued, 
hign' livestock  production.     Farmers  were  aided  in  achieving  record  mdlk  pro- 
duction by  good  summ.er  pastures  in  both  1945  and  1946.     Increased  returns 
resulted  priraarily  from  higher  subsidy  payments. 

Total  demands  for  milK  and  its  products  vjere  at  least  as  large  as  auring  any 
of  the  war  years  and  at  ceiling  prices  exceeded  the  available ■ supplies .  Lend- 
lease  requirements  were  largely  replaced  by  the  urgent  needs  of  foreign  buying 

•countries,  UNPHA,  and  military  agencies  to  relieve  the  critical  postwar  food 
shortages  abroad.     Although  requirem.ents  for  direct  military  uses  de.clined 

■sharply,  the  civilian  demands  increased  with  the  return  of  military  p&rsoraiel  . 
to  civilian  life.  ,         .     '         •  •    -  • 

:  In  accordance  with  Lhe  President's  announced  policy  of  ending  wartimie  controls 
as  soon  as  practicable,  distribution  controls  of  milk  and  its  products,  in- 
cluding '/ar  Food  orders  and  rationing,  were  either  discontinued  or  relaxed 
soon  after  the  end  of  hostilities.     At  that  time  Government  agencies  had  sub- 
stantial stocks  of  dairy  products,  and  there  were  uncertainties  regarding 
future  mdlitary  and  expert  needs,  as  well  as  domLCstic  demands  'which  would  be 
influenced  by  postwar  employment  and  the  flovj  of  industrial  goods  into  the 
Fiarkets.     Continuing  large  domLestic  dem.ands  miade  it  necessary  again  to  resort 
to  set-aside  orders  in  L^ay  and  Jiune  1946,  .to  meet  the  requirem.ents  of  war 
service  agencies  and  to  supnly  the  needs  for  fam.ine  relief  in  v;ar-torn  countries, 

About  5  percent  of  the  total  milk  produced  during  the  year  was  acquired  by 
Cqverrmient  agencies  in  the  form  of  dairy  products  for  v;ar  service  and  export 
uses,     per-capita  civilian  consumiotion  of  milk  and  its  products  as  a  group 
approximated  the  average  rate  in  the  5  years  preceding  the  w-r.     Tlie  end  of 
distribution  controls  was  followed  by  further  increases  ,  in  consum.ption  of  fluid 
milk  and  cream:,  ice  creaa;,  and  som.e  types  of  choose.     Diversion  of  butterfat 
to  thiese  uses  resulted  in  a  further  sharp  decline  in  the  production  of  butter 
to  the  lov;est  level  in  25  years  and  its  supply  was  by  far  the  shortest  of  any 
dairy  products  in  relation  to  the  dem.and.     Evaporated  milk  and  Cheddar  cheese 
production  declined  from,  the  high  virartLme  rates.     With  lower  military  and 
export  requiremients ,  civilian  supplies  of  these  products  vv.^r-o  larger  than  during 
the  war.    Nonfat  dry  milk  production  appro'xim..^ ted  the  previous  year's  record 
raoe  at  more  than  double  prev;ar  production,  and  supplies  for  d:."-.;3tic  us^s  '.vcre 
greater  than  during  the  v;ar  years  as  military  ind  export  r^-a'.;ir::;v-3nts  declinea. 
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The  conunodity  Credit  Corpcr-ition  -xpendod  ^pproxira' tcly  T 55'!+jOOO,000  in  d-iry 
subsidies  during  tho  je'r.     Those  included  ■  pproximatel:/  ;;334, 000^000  in  rrdlk 
:Tid  buttviriVt  production  pAjaents  directly  to  f^rrmers^  '. 10 000,000 '  in  o^ym^nts 
to  Cheddar  cheese  mmuf ?cturers,  ind    $10^000,000  in  pajTnents  to  fluid  milk 
h  n'dlers  in  a  number  of  m-irkets.     The  payments  to  mtp.nuf  ^.cturors  "^nd  h-.ndlers 
enabled  them  to  pay  farmers  higher  prices  than  th^^y  otherwise  could  h  .vc  paid 
under  existing  market  price  ceilings  for  milk  and  cheese.     The  direct  pro- 
duction payments    supple;r.ented  the  prices  farmers  received  for  tneir  milk  and 
butterfat.     Theso  subsidies  r^^^presented  approxirriately  15  percent'  of  _  the  total 
ruturns  to  producers..  "  '  r  ^ 

The  mark^^ting  agreement  and  order  program  under  the  ^igricultural  Marketing 
Agreement  Act  of  1937  vjas  continued  and  expanded  during  t[ie  year,  vjith  major 
emphasis  placed  on  revision  of  existing'  orders  to  provide  for  n^-eded  changes 
during  the  reconversion  period.  -  . 

Office  of  Price  Administration  coiling  prices  of  fluid  milk  and  dairy  products  j- 
'yvere  continued  -with  some  changes  during  th^  year.     In  accordance  with  the  gen- 
oral  post^/var  policy  of  removing  v.'artime  controls,  plans  were  m_:de  for  terminat- 
ing subsidies  and  adjusting  pric^  ceilings  upw-rd  correspondingly  during  the 
fiscal  y^-;"'.r.'    ,.s  a  part  of  this  plan,  the  butter  price  roll-b-ck  subsidy  to 
manufactur^^rs  of  5  cents  a  pound,   .;dmdnist^rea  -rid  paid  by  th^  Reconstruction 
Finance  Corporation,  v/as  ended  on  iiovomber  1,  1945;  the  Commodity  Credit  Cor- 
poration Chedd  .r  ch.eese  subsidy  of  3-3/4  c^nts  -  po'and  was  ended  on  Febru  ary  1, 
1946;    .nci  the  price  ceilini^'s-  for  taeso  products  y.vre  incro  ised  correspondingly 
on  these  dites.  .  ■■  ■ 

iioanv/hile ,  in  order  to  cncour-^ge  high  milk  production  under  price  ceiling  con- 
trols by  relieving  producers  of  -".s  m.uch  uncertainty  as  possible  concerning 
reti.rns,  the  Stabilization  administrator  in  Janu':.ry  -i^nnounced  th-^.t- the  general  - 
level  of  returns  to  milk  produc-irs  would  be  m^aintained  during  1946  at  the  1945 
level  either  by  the  p ^yment  of  subsidies  or  by  incro-  ses  in  price  ceilings 
should  the  subsidy  be  elimin  ted.     On  April  15,  the  Director ^f  Economic  Stabi-  ; 
lizati'on  aiinounced  th'.t  because  of  incro  sed  costs  of  producing  milk,  returns  ■ 
to  dairym-.n  vvould  be  increased  during  i.r.y  and  June  by  production  p-.ymjents  equi- 
valent to  20  Cents  per  hundred  pounds  of  milk  high-. r  than   !  ye'r  earlier,  ^^o 
also  announced  that  an  addition  \1  incr.:.'":3e  in  returns  of  20  Cents  per  hundred 
pounds  over  i  ye -r  ^arlier  Vvould  be  gr'-nted  on  July  1  either  by  m..ans  of 
r-.ising  price  ceilings  or  incre  sing  production  payments.     On  May  29,  he  issued 
an  announc.m^nt  and      directive  in  which  it    ;  .s  stated  that  the  recent  incre- ses 
in  grain- Ceiling  priceS  :.nd  f^ed  costs  necessitated  a  still  further  increase  01 
20  cents  per  huncred  pounds  in  dairymen's  returns..  The  directive  ordered  im- 
mediaie  price  ceiling  increases  for  fluid  malk    nd  m/ijor  dairy  products  equi- 
valent to  40  cents  per  hundred  pounds  of  mlk.     Ceilir.g  prices  vvore  adjusted 
in  accord;.nce  with  this  directive  during  the  month  of  June. 

In'  an  effort  to  increase  outter  production,  the  May  29  dii-ocuive  provided  for 
the  est  ■.blisiimv.nt  01.  price  ceilings  on  m  nuf ■  icturing  milk  _nd  butterfat  :\nd  for 
tile' issu'.nce  of   .'ar  Food  orders  to  channel  xtiore  butterfat  into  the  minufacture  of 
butter.     Ceiling  oric-^s  on  m;.nuf  \cturing  ailk /and  ere  m  were  esaablisiiei  in  ^'une 
;nd  war  Food  Ord'.>r  l'.o.  149,  prohibiting  ahe  s:.ie  of.  whipping  crcim  w-is  issued 
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Reliable  1:1.  rkct  iniorrn  tion  on  -".  Il-.tion-vddi  b^sis  is  important  to  both  pro- 
ducers "nd  processors  of  dairy  products  -^nd  poultry  products.     During  the  fiscl 
y-oi^r  1946,  market  n^^ws  oper  ations  -.vor.:;  continued  -iilong  th^  snme  g.ner  .1  lines 
lollovvoa  in  previous  years.  Timely  informiticn  on  dairy  "nd  poultry  product 
m  rkets  v;as  regularly  collected  and  published.    This  inform -.tion  covered  supply, 
demand,  movements,  prices,  price-ouality  relationships^   ;nd  othor  rel  .tc;d  m  r- 
kut  deve_lopmc;nts  for  use  in  planning    .nd  conauction  market  oper-^.tions . 

Proble:..s  arising  as  a  result  of  th^  w  .r  and  reconversion  m';de  price  reporting 
during  the  p:,st  ye'^.r  especially  difficult.     The  factors  v/hich  made  it  more 
difficult  v/ere  shifts  in  production^  cnanges  in  the  types  of  products  pro- 
'duced,   md  developments  of  n.--iv  market  outlets.     A  further  difficulty  encountered 

s  the  relative  scarcity  of  some  dairy  products  and  the  resulting  lack  of 
trr  ding  in  the  central  m.  ;rkets.  . 

Although  there  yjere  namerous  requests  for  the  establislament  of  ■:',dditional 
market  nei.vs  services,  no  m^iajor  expansion  in  the  service  ws  possible  because 
of  limitations  on  funds  -'.nd  personnel.    The  general  oolicy  of  encouraging 
Fed(,  ral-St  .te  cooperation  in  mi-.rket  n-ws  -ctivities  ;vas  continued.     A  cooper- 
ative igreem^nt  vdth  tiie  low  -  State  Department  of  .-agriculture  becamie  effective 
July  1,  1945.     Arrangements  were  being  m  ide   :s  the  fisc  -1  yc  r  ^nded  to  report 
prices  paid  producers  currently  for  eggs  '.nd  live  poultry  -.na  to  report  qu-^.n- 
tities  m..:rketed.     This  lov/a  project  is      further  step  in  r,-porting  prices 
country  shipping  points.     This  typ;  of  reporting  gives  oroducers  current  in- 
form, .tion  on  prices  at  points  close  to  vanere  their  products  are  first  sold. 

Inform. -.tion  h^-s  been  added  to  published  market  reports  in  N-  vj  York  on  vJeekly 
prices  of  frozen  eggs    nd  dried  eggs,  -.nd  vjork  in  reporting  prices-  of  dressed 
poultry  h  s   ilso  been  undertaken.     During  the  year,  the  Chic-^.go  office  began  • 
reporting  fros^n  egg  and  dressed  poultry  prices  vjcekly.     Due  to  the  'incre :,sing  . 
importance  of  dressed  poultry  production  in  New  E.ngl  nd,  reoDrting  of  daily 
prices  of  ice-p  xked  ^.nd  dry-packed  products  w  ,s  started  in  Boston.     That  office 
iias  also    .dded  to  its  report  weekly  pricey  of  nonfat  dry  miilk  solids,  dried  . 
vjhey,  frozen  creai.i,  :nd  plastic  cream.     Dressed  poultry  orices  were  added  to  the 
Los  .-mgeles  report  during  the  ye  .r,    ^nd  live  poultr.;'  priCeS  were  changed  from, 
tvdce  weekly  to  j  daily  basis  at,  Seattle.        pl..n  of  issuing  monthly  mtarket 
revic;Y/s  co.vering  products  included  in  the  local  cover-;ge  was  initiated  at  most 
offices.     Surveys  preliminary  to  reporting  vjeekly  miove.ments  of  butter  a.nd  eggs 
into  retail  channels  have  been  com.pleted  at  Mew  York,  Philadelphia,  ?nd  Boston, 
and  it  is  expected  th'-.t  the  asse.mbling    nd  publication  of  this  information  will 
get  under  v;ay  early  in  the  coming  fiscal  year. 

Three  supplements  to  the  Dairy  and  Poultry  i^Jev/s  Kr.nd.  Book- were  issued  during 
the  year.     One  of  these  which  dealt  with  shipping  ooint  prices  defined  the 
scope  of  this  type  of  inform:ition  from  the  standpoint  of  market  news  and  out- 
lined price  reporting  policy,     a  second  supplem.ent  dealt  with  trade  discounts. 
In  a  third  supplement  on  terminology,  det.-iiled  definitions  of  terms  -to  be  used 
in  ue scribing  price  ch-.rigos,  tcne  and.  trend  of  m  rkets,  -.nd  supply  '..nd  dem.ne 
con-iitions,  \;^re  Set  forth. 
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A  speci'.l  publication  vr  s  issued  during  th .  year  under  tho  title,  of  "Post  "/^-r 
Use  of  i.i-rket  Quot  tions",  in  ivhich  ittc^ntion  vr  3  dirc-ctcd  to  ch.^no-.  s  in  di-iry 
and  poultry  marketing  practices  over  a  period  of  years,  before  and.during  the  ■ 
'war,  and  the  effect  of  - these  changes  upon  the  continued  us_e  of  market  quota- 
tions in  the  saiue  nann'^r  as  before  these  changes  occurred.  ^ 

Provision  for  .exp  ".nsion  of  .Ti-irket  nevjs  ■activities  v/ns  included  in  recommendat- 
ions mt-idc  in  the  Congressional  he  -rings  on  the  Depcrtm.ent  -iporopriation  bill 
for  1946-47.     As  a  result  of  the  approval  of  these  recojm.cndations ,  market  news 
offices  will  be  established  during  the  coming  year  at  Detroit,  Cincinnati,  -^nd 
Atlanta.    Vj'ith  the  addition  of  the  above -m.entioned  offices,  market  news  ser- 
vice on  dairy  and  poultry  products  will  be  available  in  17  cities.  Present 
offices  of  the  division  proper  are  located  at  i^ew  York,  Chicago,  Philadelphia, 
Boston,    San  Francisco,  Los  Angeles,  Portland,  and  Seattle.    Limited  service 
is  also  available  at  Baltimore,  Washington,  Pittsburgh,  Denver,  New  Orleans, 
and  Fort  v'Jorth,  through  a  cooperative  arrangement  with  th-^  Fruit  -  and  Vegetable 
Market  i-Jews  Division.  ^ 

GRADING  Ai^ID  INSPECTION 

Thv^  principal  objective'  of  this  work  is  to  provide  efficient  and  unbiased 
grading  and  inspection  s..rvice.     The:  grading  programs  are  designed  to  provide 
"■.r.  .  i,ccur  'te  interpr'^tation   and  application  of  the  tent  itive  and  officiaL 
United  States  standards  -.nd  grades  for  dairy  and  poultry  products  which  can 
be  used  as  a  reliable  basis  for  the  buying  and  selling  of  these  products.  The 
inspection  program  is  designed  to  provide  unbiased  inspection  to  determine  the 
condition  and  wholesomeness  of  poultry  and  poultry  products. 

Since  relatively  large  Government  orocurement  programs  continued  throughout  the 
fiscal  year,  much  of  the  \vork  of  grading  and  inspection  v^as  in  connection  'vith 
Government  purchases.     ApproxLmately  4  million  pounds  of  poultry  procured  by 
the  Vv'ar  Shipping  Administration  under  v/ar  Food  Order  No.  119,  '<^ss  graded.  In 
addition,  the  Department  supervised  the  packaging  of  this  product.  Supervision,-^ 
of  the  production  and  grading  of  dried  and  frozen  eggs  continued  on  a  consid-  ^ 
erable  scale,  although  som.ev/hat  less  than  in  the  war  years.     Since  large  supolies 
of  Goverru.T.ent-ov;ned  products  continued  to  be  held  in  public  v/arehouses,  it  V;as 
necessary  to  make  condition  examinations  of  such  products  prior  to  disposition. 
In  addition  to  this,  a  considerable  .amount  of  grading  in  connection  v;itn  large 
quantities  of  poultry  and  eggs  purchased  by  the  armed  forces  v;as  necessary. 
The  grading  and  inspection  of  all  poultry  and  e];g  products  supplied  to  ships 
under  '-Jar  Shipping  .-idjninistration  control  was  continued. 

Nith  the  rem.oval  of  './ar  Food  Oraer  No.  119 ,  the  grading  work  which  had  been 
perform.ed  for  the  ";ar  Shipping  Adirdnistration  as  a  Governm.ent  agency,  grad- 
ually decreased  since  many  ships  were  being  returned  to  private  operation. 
Shipping  companies  expressed  themiselves  alm.ost  unanLmouslj'-  in  favor  of  con- 
tinuing this  inspection  and  grading  service  on  dairy  and  poultry  products  in 
order,  to  protect  their  purchases  under  private  operation. 

of  eggs  .which  were  to  be. sold. to  Government 
:  Governrii-nt  supervision,   aad  there  was  censidv^r- 
of  dressed  poultry,     Nith  "oh^  dc^cline  in 
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Govcrrii-ent  pro  euro;:  en  t,  .there  has  been  considerable  interest    expressed  in 
having  these  services  continued  on  a  coiru'ncrcial  basis. 

The  work  of  grading  shell  eggs  as  a  result  of  requirements  of  the  Office  of 
Price  .administration  for  the  grade  identification  of  shell  eggs  was  continued. 

The  inspection  of  poultry  and  poultry  products  for  condition  and  wholosomentss 
has  expanded  since  "the  end  of  the  war.-  This  service  is  now  being  furnished  in 
117  plants  located  in. 23  states,  ,     _        ■  •  ■   -  . 

The  three  laboratories  located  at  Chicago,  Seattle,  and  San  Francisco  continued 
to  provide  the  analytical  service  required  under  the  Government  purch-.se  pro- 
grams. ■  -      ■  .  ■  _ 

In  table  1  the  volume  of  dairy  and  poultry  products  inspected  and/or  graded  in 
the  fiscal  years  1944,  1945,  and  1946,  is  shown.    The  volume    varied  ■,.;ith 
changes  in  production,  changes  in  Government  purchases,  and  changes  in  the 
marketing  channels .  '     _  ^.   '  \  ■ 

PURGH.^SES  . 

During  the  past  year  the  Branch  entered  into  contracts  for  the  purchase  of" 
dairy  products  for  the  Dep-rtmiC-nt  .to  be  suppli^^d  to  UWRRA  and  other  foreign 
cliimants.  ■  •  .•  .  • 

The.  quantity  of  proaucts  purchased  and  the  tot-:;l  .costs  of  the  producos  are 
shown  in  table  2.  '  ■  , 

Of  the  total  amount  of  dairy  products  purchased,  6,700,000  pounds  of  evapo- 
rated milk  was  purchased  with  section  32  funds  under  the  school  lunc"h  program 
for  Puerto  Rico.  '  '  "  .  .  '  •  ■  ■ 

.ADMINISTR.iTION  OF  M.iRKETIWG  hGRSK.SNTS  km  ORDERS.      '     ■  .  .: 

The  Branch  continued  the  operation  of  marketing  agreem.ents  and  orders  under 
the  ,-Lgricultural  Marketing  .igreem.ent  Act,  as  am.ended.     During  the  past  year 
there  were  in  effect  29  m^arketing  agreement  and  order  programiS  for  fluid  milk 
and  one  agreement  and  license  for  evaporated  milk.     Approxim.-\tely  131,578 
producers,  producing  almost  14  billon  pounds  of  milk  valued  ^t  alm.ost  475  mil- 
lion dollars^  were  under  the  marketing  agreem.ent  program  for  fluid  .milk.  Mew 
orde~rs  were  issued  in  four  marketing  areas:     Colum.bus,  Ohio;  Dayton-Springfield 
Ohio;  Tri-State;  and  Minneapolis-St .  Paul. 

During  the  year  24  hearings  were  held  and  2  v;ere  reopened  to  consider  the 
issuance  of  orders  in  new  areas  or  to  am^end  existing  orders.  A  promulg-^.tion 
hearing  was  held  in  Clevelrnd,  Ohio,  in  November  1945  ■''-nd  in  January  1946.  At 
the  close  of  the  fiscal  y^.-ar  plans    had  been  made  for  holding  a  referenduiri  to 
determine  whether  producers  were  in  favcr  of  the  issuance  of  an  order.  In 
a.dditicn,  there  were  requests  fromi  producers  in  a  number  of  m^arkets  for  the 
Branch  to  give  consider-^. tion  to  the  question  of  initiating  action  on  order 
program.s . 
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Table  1«     Amount  of  dairy  and  poultry  products  graded 
and/or  inspected  during  fiscal  years  1944^, 
1945,  and  1946 


CoiaiTiodity 

i'lscai  Year 

r  IS cai  lear 

■        Fiscal  Year 

^  yj  J;  u 

1^44 

■   (partly  estimated) 

;  Pounds 

:  Pounds 

:             Poland  s 

Butter 

:  356^069,786 

i  218,141,561 

:  175,409,106 

Choese 

:  294,092,526 

:  138,252,187 

:  205,970,988 

Eggs  (casos  ) 

:  10,179,543 

:  12,190,259 

:  9,637,430 

Dressed  poultry 

(Shipoing  point  and 

terminal  narkets) 

5  91/J:58,6i7 

:  112,804,005 

2          164,699,214  , 

Dressed  poultry 

( Inspected  for  condition 

and  who le s one ne s s ) 

:  180,629,751 

:  208,191,099 

:  241,622,541' 

Live  poultry 

:  18,514,926 

!  549,138 

r                 125,975  • 

Dressed  turkeys 

!  43,729,812 

46,635,108 

:  94,447,010 

Frozen  eggs  -  graded  : 

12,177,392  . 

7,609,501 

:)  •  24,842,890 

Frozen  eggs  -  inspected 

!  4,532,606 

94,189,291 

0 

Dry  nilk  : 

360,199,437  : 

400,217,486 

:■  175,709^393 

Evaporated  milk 

14,400,193 

14,295,296 

:  9,133,105 

Dried  eggs  • 

251,558,327  : 

172,830,975 

:  67,106,219 

Butter  oil  : 

14,217,531  : 

7,562,152 

:   ■  306,482 

Butter  for  butter  oil  : 

20,299,091  : 

5,855,821 

: '  none 

Carter's  spread  : 

44,712,481  : 

. 1,913,284 

:  .  none- 

Butter  for  Carter's  Spread: 

39,538,104  : 

1,041,334 

:.  ■  none 

I 


I 


I 


Table  2.    purchases  from  July  1,  1945  through 
June  30,  1946 


Commodity 

'  Quantity 

Total  cost 

:  Pounds 

Dollars 

Butter,  unsalted. 

!  1,103,680 

473,677 

Army  spread  _ 

9,326,339 

4,365,545 

Cheese,  American 

158,985,459 

48,464,065 

Cheese,  processed 

38,860,303 

:  1-2,785,057 

Milk,  sweetened  condensed 

24,301,035 

3,579,447  - 

LUlk,  evaporated  : 

824,121,775 

83,104,285 

iviiiK,   one  a  rionj.a.t,  roxxer  . 

lU , box , oox 

Milk,  dried  nonfat,  solids  : 

61,855,977 

9,107,141 

Milk,  dried  whole  ; 

71,710,160 

28,221,640 

Malted  milk  tablets  : 

84,084 

15,000 

Casein  processed  acid  : 

600,000 

144,600 

Rennet,  powdered  : 

3,382 

6,906 

Total  : 

1,268,503,093 

200,919,224 

-  8  - 


Since  at  ceiling  pricos  the  deinand  for  milk  in  most  cases  exceeded  the  supply, 
prices  generally  remained  ^t  ceiling  levels  throughout  the  ye-ir.     It  is  sig- 
nificant, however,  that  'during  "this  ye-^.r,  .as, well 'as  during  the  war  ye  :rs,  the 
program  of  market  regulation  has  not  lost 'vitality  but  has  continued  to  expand. 
It  is  apparent  that  other  factors  distinquished  fromi  the  function  of  estab- 
lishing price  levels  contribute  to  the  strength  of  this  program.  Most 
important  am.ong  those  factors  are  the  following: 

1,  ..Full  payment  for  milk' on  the  basis  of  the  use  payment  plan. 

2,  Complete  accounting  for  the  use  of  milk  by  e-'ch  handler. 
'3.     The  checking  of  weights  and  butterfat  tests.  .  ■  . 

4.  Continuity  in  the  assemblj^  and  distribution  of  statistical 
information  affecting  each  market. 

5.  Appropriate  integration  of  each  miarket  into  the  national 
market  structure. 

6.  Recognition  of  the  function  ana  responsibility  of  cooperatives 
in  the  miarketing  of  milk. 

Twenty-"eight  petitions  fgr  administrative  hearings  under  section  8c(15)(-0 
of  the  Agricultural  i'.iark>:.;ting  .-igreement  ^.ct  were  received  from  handlers  in 
the  Columbus,  Ohio,  marketing  area,  raising  ainong  other  questions  one  with 
respect  to  the  validity  of  the  order  und^r  the  commerce  cl:,\use.     Two  other 
-petitions  were  received  from  handlers'  in  the  K'ew  York  area,  one  claiming  . 
exemption  from,  the  order  wht;n  not  shipping  to  the  New  York  irca,  and  the 
other  having  to  do  with  the  -m-atter  of  producer  paym.ents.     Action  is' still 
pending  on  these  petitions,  as  well  as  on  some  20  others  carried  over  from, 
former  years.     Of  the  seven  15(a)  decisions  made  during  the' year,  the  petit- 
ioner's request  was  denied  in  five  instances.  ^ 

Four  _appeals  were  made  by  handlers  binder  section  3c(15)(B)  of  the  act  for 
review  by  district  courts,  and  one  by  a  circuit  court. 

During  the  past  year,  the  following  notable  decisions  were  handed  down' by  the 
Circuit  Court : 

1.     In  the  case  of  the  United  States  of  .America  v.  Joseph  Ruzicka  and 
Charles  Ruzicka,  the  Seventh  Circuit  Court  reversed  the  judgm.ent  of 
the  lower  court  xvhich  had  deci-eed  that  the  defendant  must  comply  with 
the  order  and  that  he  was  not  entitled  to  present  evidence  in  court 
which  would  show  error  in  the  miarket  administrator's  "verification" 
of  defendant's  reports,  but  that  such  evidence  should  only  be  pre- 
sented in  an  administrative  proceeding  as  provided  for  in  the  act. 
This  the  defendant  had  not  done.     The  Supreme  Court  has  issued  a 
writ  of  certiorari  to  review  the  case. 
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2.      In  the  ct.sg  of  Shaw-^ngunk  Cooper" tiv^.  D"irios,  Inc.  v.  Jones, 

et   ,1.,  the  Secon..  Circuit  C.-urt  reversed  the  ruling  of  th'.  ruling 
of  the  District  C^^urt  :.nd  rule.l  th  t  the  sum  p;.id  under  protest 
by  Shavvangunk  w  is  legT^lly  •■^.ssess^.d.     The  signific".nce  of  this  c.  so 
WAS  thr.t  the  h:indler  vjho  received  milk  from  producers  could  be  held 
.  responsible  to  account  for  such  irdlk  even  though  he  received  it  ns 
'    the  agent  or  as  a  gratuitous  bailee  of  another  handler. 

The  am.ount'  of  pooled  milk,  the  value  of  the  milk,  and  the  number  of  pro- 
ducers for  each  market  under  regulation,  are  shown  in  table'  3.. 

'    .      '   .iDMIWISTR/.TION  OF  W/iR  FOOD  ACTIVITIES 

Although  actual  hostilities  were  ended  in  August  1945,  it  was  necessary 
for- the  Branch  .to- continue  many  of  the  programs,  which,  were  .started  during 
the  war.    The  principal  activities  carried  on  were      the  administration  of 
War  Food  orders,  making  of  recommendations  on  allocations  of  dairy  products, 
work  in  the  determination  of  production  goals,  the -approval  of  price  ceil- 
ing adjustments,  and  the  assistance  given  to  dairy  processors  in  obtaining 
equipment  and  supplies.  y 

Yfar  Food  Orders 

At  the  beginning  of  the  fiscal  year  there  were  11  V/ar  Food  orders  in  effect 
regulating  the  n^anuf acture  and  sale  of  milk  and  dairy  products.     Tho  basic 
purposes  of  these  orders  rvcre  to  obtain  a  utilization  of  milk  in  accordance 
with  war  requirements,  to  .require "each  manufacturer  to  provide -his  share  of 
Government  requirements,  and  to  require  milk  distributors  to  put  into  "effect 
certain  economies.     All  these  orders,  except  War  Food  order  No..  15,  were 
terminated  or  suspended  during  the  fiscal  year.     Two  orders  were  reinstated 
and  one  n^w  order  was  issued.    WO  15  remained  in  effect  throughout  ■  the 
entire  year,  but  manufacturers  were  not  required  to  set  aside  any  cheese 
during  the  period  from  September  through-  April.  .  ■ 

•       ^         War  Food  Order  No.  2  -  Butter    •■    '  ■  '  ■ 

War  Food  Order  No.  2,  originally  effective  February  1,  1943,  -required 'sub- 
stantially all  m..anufacturcrs  of  creamery  batter  to  set  aside  specified 
percentages  of  their  prociuctio.a  for  delivery  to  designated  milit.rf.ry,  . 
lease,  and  war  Sorvice  agencies.    For- July  and  august  1945/ the  . set-aside  . 
percentages  were  50  percent  and -20  percent  respectively.  •  - 

This  order  was  ternn.nated  on  September  1,  1945,  and  all  outstanding  un- 
delivered set-aside  obligations  were  canceled  because,  with  the  end  of  the  ■ 
war,  additional  supplies  were  not  needed  by  the  Government  agencies. 

By  early  spring  of  1946,  it  becam.e  evident  thit  the  short  supplies  of  butter 
generally  would  make  it  necessary  to  reissue  a  butter  set-aside  order  if  the 
military  and  related  war  service  agencies  vjere  to  have  any  assurance  of  ob- 
taining their  requirements,     .accordingly,  a  new  YvFO  2  vjas  issued  effective 
May  1  requiring  manuf cturers  to  set  aside  for  sale  to  the  military  and 
related  war  service  -agencies  20  percent  of  their  butter  pz^oduction  during 
May  and  Jurie.     The  provisions  of  this  ord^r  were  subst'intially  those  of  the 
original  "JFO  2,  except  that  a  provision  v;as  added. to  li.mit.. inventories  in 
order  to  insure  prompt  deliveries  to  Governmtent  agencies. 
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Table  3.     Estimated  number  of  producers,  estimated  volume  of  pooled  milk,  and 
estimated  total  value  of  pooled  milk  at  basic  butterfat  test,  in 
fluid  milk  markets  under  marketing  agreement  programs,  June  1,  1945  - 
May  31,  1946 


:  Basic 

:Est imated 

:Estimated 

:  Estimated 

:  butter- 

:  number 

:  annual 

:  value  of 

Market  ■ 

:  fat 

:  of  pro- 

: volume  of 

:  poolod  milk 

:  xesT; 

:  ducers 

rpooled  milk 

:at  basic  test 

'Percent 

'  IJumber 

•1,000  pounds 

3  Dollars 

Boston,  Mass,  (191-200  mile  zone; 

:  3.7 

:  13,331 

:  1,270,896 

:  44,268,560 

Chicago,  111. 

:  3,5 

:  17,265 

:  -2,619,912 

:  82,739,944 

Cincinnati,  Ohio 

:  4.0 

s  4,678 

:  285,828 

:  9,459,700 

Clinton,  lovra. 

:  3.5 

:  188 

:  12,775 

:  381,801 

Goliombus  ,  Ohio  1/ 

:  4,0 

:  1,977 

:  54,745 

:  1,940,886 

Dayton-Springf  leld,  Ohio  _2/ 

:  4.0 

:  2,483 

!  158,715 

:  5,700,704 

Dubuque ,  lov/a  ■ 

:  3.5 

:  187 

!  25,118 

:  746,535 

Duluth-Supen  or ,  Minn. -Wis. 

:  4.0 

:  1,258 

:  83,598 

:  2,593,832 

Fall  River,  Mass. 

:  3.7 

:  234 

:  29,460 

:  1,275,238 

Fort  Vvayne,  Ind. 

4,0 

:  794 

:  52,134 

'  1,754,647 

Kansas  City,  Kans.-Mo. 

:  3.8 

:  1,937 

:  193,842 

s  6,834,810 

La  Forte  County,  Ind. 

:  3,8 

:  191 

'  17,322 

:  586,839 

Louisville,  Ky. 

:  4.0 

:  1,644 

:  178,794 

5  6,438,409 

T                TIT                                        H  r 

Lowell-La^vrence ,  Mass. 

:  3,7 

:  953 

:  75,861 

:  3,047,518 

Minneapolis-St .  Paul.  Minn.  3/  " 

:  3,5 

:  8,715 

:  507,384 

:  15,044,695 

New  Orleans,  La.   (61-70  mile  zone; 

:  4.0 

:  1,950 

:  152,843 

!  5,625,592 

Uew  York,  N.  Y.   (i;01-<ciO  mile  zone ) 

:  3.5 

:  48,258 

:  5,733,150  ' 

:  193,955,503 

Cmaha-Oouncil  Bluiis,  rJebr.-Iov/a 

!  3.8 

5  2,384 

:  127,835 

:  4,013,982 

Philadelphia,  Pa. 

!  4.0 

!  8,820 

:  918,135 

:  36,254,229 

Quad  Cities,  111. -Iowa 

!  3,5 

1,262 

:  103,387 

:  -  3,112,706 

St.  Joseph  County,  Ind, 

!  4.0 

!  627 

59,911 

!  2,124,669 

St.  Louis,  Mo. 

3.5 

3,487 

351,094  ■ 

12,342,5.87 

Sioux  City,  Iowa 

3.5 

494  : 

29,0^3 

!  890,684 

Suburban  Chicago,  111, 

fr-rpl             A      ■  ■ 

O  .  O  ! 

/4,b54 

2 ,446 , 765 

Grade  B  s 

3.5  i 

2,569  : 

O  ,  '±'±0  , 0  OU 

Toledo,  Ohio  : 

3,5  ': 

2,140  : 

134,940  . 

4,488,178 

Topeka,  Kans.  : 

4/  : 

162  .  : 

17,802  : 

554,888 

Tri-State,  (Ky.,  Ohio,  &  W.  Va.)  5/  : 

Huntington  district  plants  : 

3.5  : 

501  : 

32,250  : 

1,169,743 

Other  than  Huntington  dist.  plants: 

3.5  : 

620  : 

39,784  : 

1,370,352 

77ashington,  D..  C.  : 

4,0  : 

1,-553  : 

39'0,563  : 

15,615,910 

"vTichita,  Kans.  : 

^3.8  : 

392  : 

41,751  : 

1,532,301 

Total.  : 

131,578  : 

13,979,141  : 

474,760,887 

1/  Order  effective  February  1,  1946.    .  . 

Z/  Order  effective  July  l,"'l945.  '  ■ 

Z/  Order  effective  November  3,  1945.  " 

4/  Reported  as  butterfat  and  converted  to  3.5  percent  milk  equivalent. 

5_/  Order  effective  August  1,  1945. 


Compiled  from  reports  of  the  market  administrators. 
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.vll  th^  butter  sct  -^-sid^  during  i,i:'.y  :nd  Juno  1946  vris  for  use  by  the 
M*in3d  services,    ,  r  Shipping   .dministration ^  or  tht;  V^.L,er'in3  .-iduiinistrr.tion. 
NoHv.-  w -.s  purch'-sed  by  the  Di^p-,rtment  for  use  on  ".ny  progroj:..     The  order 
w:is  pi  nned  to  set  aside  in  those  2  months  of  so'isonally  highest  production 
about  43  niillion  po-onds,  which ,  together  with  butter  available  froa  Dennnrk 
.and  M^w  Ze:l-ind,  would  rieet  thu  minimum  requirem'c;nts  of  the  -irmed  services. 

Ninety-eight  petitions  for  relief  from  hardship  were  received  during  July 
and  ^ugust  1945,  ^-^nd  54  during  May  and  June  1946.    Eighty-six  were  granted 
and  five  were-  denied  und^r  the  1945  order.     Twenty-seven  wer^  granted  and 
23  were  denied  under  the  1946  order. 

War  Food  Order  Uo.  8  -  Frozen  Dairy  Foods 

War  Food  Order  No.  8,  which  limited  the  amount  of  milk  solids  which  could 
be  used  in  the  manufacture  of  ice  cream,  was  designed  to  channel  milk  solids, 
which  might  othorvdsc  be  used  in  making  ice  cream,  into  the  manufacture  of 
products  needed  for  war  uses.     The  order  which  became  effective  February  1, 
1943,  vjas  continued  through  ^ugust  1945. 

iilthough  the  order  wis  terminated  on  Sept^m.bcr  Ij  1945,  work  on  compliance 
cases  continued  throughout  th-..  ye  ir.    Of  the  203  compli'mce  cases  reviewed j 
37  were  recor.Uuended  for  criminal  action,  24  w^re  held  pending  receipt  of 
addition  il  inform,  ti^n,  13  w.^re  r-.comimcndod  for  audit,  and  129  w^r-.;  closed, 

B-..t\vecn  Febru;.ry  1,  1943,  and  S-cpt.^mb^r  1,  1945,  th^^rc  wore  6,649  petitions 
for  relief  from  hardship  und'or  the  order.     Th>.^se  petitions  were  handled  as 
indicated  in  t--ble  4.  '  . 

T--.blc  4.     /iCLions  on  p^.titions  for  relief  under  ";JFO  Uo.  8 

Fi-^ld 

Item  .  "Jashington  Offices  Total 

Number  of  petitions  received  3,771  2,878  6,649 

.approvals  increasing  use  of  milkfat  184  —  184  . 

.ipprovals  not  involving  an  increase 

in  the  use  of  milk  fat  1,517  2,182  3,699 

Denials  _  1,865  533  2,398 

petitions  dropped  without  formial 

action  1/  I98  1/  160         l/  358 

Previous  luthorizations  canceled  7  3  10 

1/  Includes  27  petitions  pending  in  'r'shington  and  61  o^titions  pending 
in -  field  offices  when  order  vj-.s  tonnin'ted. 
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War  Food  Order  Mo.  II"-  Milk  Marketing  Econciriies 


V/.?,r  Food  Order  No.  11,  providing  for  a  number  of  measures  designed  to 
simplify  milk  h^.ndling  oper-.tions  and  thereby  s-ive  manpower  and  materials , 
was  terminated  effective  November  1,  1945. 

W-.r  Food  Order  No.  13  -  Cream 

V7ar  Food  Order  Vo.  13,  which  banned  the  sale  of  heavy  cream  and  established 
quotas  on  the  production  of  filled  cre.am,  was  terminated  effective 
September  1,  1945.  •• 

Vfor  Food  Order  No.  149,  prohibiting  the  sale  of  heavy  cream,  v;as  issued 
June  26,  1946,  to  be  effective  July  1,  1946. 

•    .  ?/ar  Food  Order  No.  15  -  Chuddar  Cheese 

Under  'v'ar  Food  Order  No.  15,  which  had  oper-^'ted  continuously  since 
February  15,  1943,  manuf nctururs  of  Cheddar  cheese  were  required  during 
July  and  ;:ugust  1945  to  set  aside  65  percent  -^.nd  60  percent  of  their  pro- 
duction, r'ospectivcly.     The  quantity  set  aside  in  those  2  months  was  112 
million  pounds.     The  set-aside  requirem.ents  cf  the  order  were  suspended 
effective  September  1,  ,^1945.    However,  the  set-'^side  obligations  incurred 
prior  to  that  date  were  required  to  be  fulfilled  in  order  to  meet  con- 
tinued export  commitments.,   vjith  the  exc_ption  of  ^approximately  2  million 
pounds  of  cheese  involved  in  compliance  cases,  deliveries  had  been  sub- 
stantially completed  by  April  1946. 

The  set-aside  requirements  were  reinstated  effective  Xaj^  1,  1946,  requiring 
manufacturers  to  set  aside  40  percont  af  their  May  -nd  June  production  for 
s.-.le  tc  designated  Government  -igencies  in  ord^r  to  meet  military  and  foreigi 
relief  requirements. 

War  Food  Order  No.  54  -  Nonfat  Dr^'  Milk  Solids 

Under  War  Food  Order  No.  54,  manuf  ..ctarers  of  spray  process  nonfat  dry 
milk  ^ver^  required  to  Sut  aside  in  J'uly  c^nd  .-.ugust  1945,  75  percent  and 
70  percent  of  their  production,  respectively.     The  set-aside  quantity  was 
37  million  pounds.     Tiie  Order  was  suspended  effecLive  September  1,  1945, 
•and  unaeliverea  outst-'.nding  oblig  ations  of    bout  15  rrdllion  pounds  were 
canceled. 

The  order  was  reinst-'ted  on  May  1^  1946,  .  nd  m,Anuf acturers  of  both  spra^/ 
and  roller  process  nonfat  dry  roilk  were  requirea  to  set  aside  60  percent 
of  their  Hay  and  June  production  to  meet  alloc.tions  to  foreign  buying 
countries,  UNRR.i.,  and  other  agencies  for  shipm.cnt  to  help    relieve  food 
short r>ges  in  war-torn  countries.     The  set-aside  qu.-ntity  in  those  2  months 
was  approxim  _^tely  105  million .  pounds . 

The  only  significant  change  in  the  current  order  is  .^n  inventory  limit.-'.tion 
provision  which  requires  m.anuf acturers  and  authorized  receivers  to  fulfil 
set-^side  requirem.ents  by  delivery  within  2  months  of  thu  set- .-.side  period. 
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F^.rt/-nin-3  potiti  .ns  for  relief  ijnJer  th^;  hardship  cl  iuse  of  th^-  order  wore, 
received  during  th^  year.     Relief  v;:.s  gr?.ntei  in  47  cises.    L"ie'.rly  ,-.11 
these  cr.ses  constituted  release  of  set— "side  oblig  itions  au^  t^^  th-^  inability 
of  th^:, 'prcducers  to  -eliver  pov/der  of  .the  cuiLlity  specif  ic-Jt  by  the  ^,r  ior. 
In  \ddition,  kk  firras  v/ere  "utdorized  to  sell  po'.vder  to  food  processors  for 
use  in  lulf il-Linent  of  milit.ary  or  lend-lep.se  Cjntr-:icts. 

\  ,  i        -  .  -      ■     ■  _  ■   ■  ■ 


Vhr  Food  Order  No.  79  -  Ccrserv-ition  ^^ld  Disposition  ■ 
of  Fluid  ivlilk  and  Cream 

n-ir  Food  Order  Mo.  79  ^-nd  suppliement-iry  ordors  thereto  for  13,8  major  . 
populrtion  centers  vvore  continued  through  July  1945.     These  orders,  re- 
stricting sales  .'f  fluid  milk  and  cr'..am,  esta.blishcd  maximum  monthly  quotas 
on  the  deliveries  of  fluid  milk,  cre.am,  and  nrilk  by-oroducts  v;hich '  dealers 
might  make  to  civilian  consuffiors,    Ovn'.ng  to  supply  and  demand  con.litions 
during  thu  1  st  month  of  oper-.tion  (July  1945)  quota  provisions  generally 
v;ero  considerably  rrlaxea.  iiilk  and  by-products  quot'^.s  \vere  increased. 

.-.fter  the  close  of  hostilities,  the  quota  provisions  of  'JYO  79  v,'or:;  sus- 
pended on  ..ugnst  20,  1945,  retroactive  to  ,vUgust  1,  1945,  '?ni  provisions 
requiring  thio  keeping  of  cort^.in  recoris  an-l  the.  tr-^'nsrid.ssicn  of  reports 
in  th^  supplemental  .;raers  Vvore  sus  pen. led  on  Sept '.moor  21,  1945,  cr  shartly 
th^re-  fter.    petitions  for  r^.,li^f  from  hardship  wore  rv:,ceivea  an^d  acte_: 
upon  up  to  .^mo  incluoing  ..ugust'20.  •  _ 

.1  few  court  ac\i_np  against  handlers  for  virdatio-ns  were  pending  at  the 
time  the  operating  provisions  of  the  ^rder  v/ere  susoand,>^d.     It  '.v  s  recom- 
meniied  that  the  crinanal  actions  already  in  process  be  caii^ried    through  to 
completion.   .  In  cases  who  re  it  was  f  olt .     cos  s.ary  to  have  certain  reports 
.for  the  ■  completion  of  office  records,  it  v;as  also  recominenilo-  that  civil 
action  for  failure  to  filo  reports  be  c  .rrie  .  through  to  concausicia.  ..11 
other  civil  pr.coc^dngs  ■jere  closed.    Two  crin-d.nal  procecings  \re-  still 
penuing.  '  ■  - 

Inasmuch  as  the  progr.an  had  been  financed  by  la-.-.ns  of  Federal  appra>pri..t- 
ions  since  June  1944,  it         noc-ssary  that  -oay  ?od-.r.  1  funds'  remaining'  in 
the  possession  of  mark'-t  agents  be  returned  to  the  Treasury.     In  order  to 
coordinate  properly  the  details  incident  to  a  complete  termination  of 
4F0  79  business,  it  vjas  determined  that  such  funds  should  be  returned  to 
the  Treasury  through  the  Dairy  Branch,  and  ta/o  liquid-^.ting  r.gents  v/ere 
appointed  for  tliat  purpose.     These. agents  have  been  designated 't  liquidate 
the  business  of  the  offices  of  all  the  34  market  -  agents,' adth  the  exception  :• 
'of  those  Icc  .ted  at  M.jw  York.  City,'  Cincinnati,  Ohio,,  and  Rravidenco,  -R.  I. 
Terrrinati  an  of  the  designation .  of  these  three  -gents  v/as  'Adthhold  far  ta^c 
-reasons,  (1)  the  incompleteness  of  certain,  statistical  analysoS   -ncl  certain 
"J?0  79  dao;i  to  bo  auolishcd  in  .the  l]rvi  York  ar-oy  ana  (2)  cam-d.eti  ;n  of 
c-urt  proceedings.     la  "  .airch  -f  this  year,  a.  d5O,0aO  refund  v;as  transmitted 
to  t,;io  Treasury. 
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yjar  Fool  Order  Mo.  92  -  Ch-osc  end  Cheese  Foods 

iJ'ir  F'Jod  Order  No.  9-2,  which  became  effective  February  1,  w,is  designed 

to  limit  the  production  of  all  varieties  of  ch^^ese  other  than  Cheddar, 
Cottage,  p.jt,  and  baker's  choOse    to  the  quantities  produced  in  tho  cor- 
responding calendar  quarter  of  19^2.  • ■ 

The  quota  restrictions  of  the  order  were  entirely  suspended  for  the  period 
'uJune  8  to  July  15,  1945.  amendment  permitted  manufacturers  to  produce 

'  90  percent  of  che  quantity  produced  during  the  tiiird  quarter  of  1942  for. 

the  period  July  15  to  September  30,  1945.     it    termination  order,  effective 

September  1,  was  issued  on  Septeidoer  19,  1945. 

Because  of  the  termination  of  the  order  early  in  the  fiscal  year,  the 
administrative  functions  have  been  ILmited  largely  to  the  reviewing  of 
comDliance  investigations  and  the  fonmulition  of  recommendations  for  action 
on  these  cases. 

'Yar  Food  Order  Ho.  93  -  Dried  Milk  Products 

V'Jar  Food  Order  Mo.  93,  the  sales  limitation  order  on  dried  milk  products 
and  dried  milk  compounds,  which  bocmc  effective  liirch  1,  1944,  was  ter- 
minated on   aigust  2k,  1945. 

The  order  established  quarterly  sales  quotas  f Dr  all  civilian  s?les  of  the 
products  covered,  on  the  basis  of  1942  sales  records  of  m''.nuf -^.cturers . 
Compliance  with  the  order  was  on  a  quartorl"- .basis .     accordingly,  the 
termination  was  effective  July  1.  1945  and  the. order  was  not  in  operation 
during  tho  current  fiscal. year. 

Vi[ar  Food  Order  No.  95  -  iviilk  Sugar 

?/ar  Foou  Order  No.  95,  v/hich  provided  for  the  allocation  of  malk  sugar,        •  \J- 
was  suspended  on  September  1,  1944,  except  th.;t  mianuf acturers  were  required 
to  report  their  proeluction  and  stocks.     These  reports  continued  until 
.iUgust  26,  1945,  when  the  order  was  terminated. 


.'/fer  Food  Order  No.  148  -  Evaporated  Milk 

Viiar  Food  Ord.^r  No.  143. was  issue^^  effective  Jun.  1,  1946.     The  order,  which 
was  the  first . evaporated;  milk  set-aside  order,  became  necessary  in  order  to 
provide  evaporated  milk  to  m.oet  m.ilitary  requirements  and  urgent  needs  foF 
shipment  to  famine  areas  abroad,  . 

The  order  required  m.anuf acturers  of  evaoorateo  mill:  to  set  aside  specified 
percentages  of  their  monthly  production  for  sale  to  designated  Government 
agencies.     Provision  wis  ma^.e  for  the  authorized  transfer  of  Set-aside 
obligations  among  manufacturers  and  for  crediting  advance  deliveries  against 
subsequent  3et-o.side  oblig- tions .     Inventory  restriction  provisions  v/ero 
included  to  encourage  prompt  delivery  of  sot-^isidc  milk. 


.  -  15.  - 

The  sct-:.siL:o  r.^quircment  vVis  ost-blish.^d   \t  60  perc'-nt  for  , June,  the  rrr,nth 

se-.sonaliy  highest,  prcuuction.     It  wis    ;nticipatc':.  th'-,t  the  order  wculJ 
continue  until  the  cstim:-:tod  requiroment  of  12  rrillion  c;\sos  thr^^ugh  1946 
was  met.  .  . 

Price  Ceiling  ..djustments 

Problems  in  conneGtion  with  the  aujustm^nt  ef  price  ceilings  on  nilk  for 
fluid  use  -:inu  on  u:.j.ry  prov..ucts  becam.e  progressively  more  serious  during 
the  pi-.st  year.     The  adjustments  on  dairy  oroduct  price  ceilings  were"  rnide 
to  replace  subsidies  v/hich  hau  been  discontinued  or  to  enable  minuf acturers 
to  continue  production  v;hen  costs  of  production  had  increased.     In  fluid 
milk  markets  some  upward  price  revisions  vjere  required  to  prevent  diversion 
of  milk  supplies.      In  most  cases ^  these  adjustments  affected  relatively 
small  corru-r.unities,  but  in  a  few  large  cities,  notably  Portland,  Oreg.,  and 
Seattle,  Wash.,  price  increases  were  necessary  primarily  for  the  purpose 
of  maintaining  i  supply  of  milk  in  the  market. 

Prior  to  J;ane  1946,  ceiling  pricv^s  vjere  not  in  effect  on  milk  or  cream  used 
for  manufacturing  ourposes.     G-iling  pricis  were  placed  on  milk  and  crem 
usea  for  m.anuf acturing  purposes  in  June. 

In  addition  t-  pricing  problems  relaxed  to  diversion  of  n-ilk  supolies  from 
specified  areas,  the  m.ore  general  problem,  of  milk  production  costs  grew  in 
seriousness,  especially  during  the  first  half  of  1946.     The  cost  of  feed 
and  shortages  of  high-qu?lity  fee  .s  were  the  chief  factors  making  it  dif- 
ficult for  diiry  lariiiers  in  aLmost  nil  sections  of  the  co'antry  to  maint'^.in 
their  prcauction.  _  - 

In  1  num.ber  of  cities  mdlk  strikes,  in  the  form^  of  organized  '"iversions, 
were  carried  out  by  producers  in  eff  ort-s  to  f  :rce  adjustm;ents  in  ceiling 
•  prices.  Representatives  of  the  Department  conferred  repeatedly  i-^ith  re- 
presentatives of  the  Office  of  Price  Administration  an-I  of  the  Office  of 
Econoiric  Stahilizntion,  in  efforts  to  form.ulate  price  policies  to  meet 
the  situation. 

Alloci''tion3  and  Supply  I-Stim.ates 

Sinco  the  roquir^ments  of  the  Unite!  States  armi^d    forces  and  UNRRA,  to- 
gether with  tho  dem.ands  ...f  'Jnited  States  civilians  -Tid  foreign  goyQ^-rnments, 
for  dairy  products  far  ^xceedea  tri<^  available  supply,  it  was  necessary  to 
m.aint-.in  allocetion  Cjntr-i.s  on  the  supplies  of  all  m.ajor  dairy  products 
produced  in  the  United  St:,tes.     Thi-  Branch  miad^:-  estim.ates  of  prospective 
supplies  of  dairy  products  and  riocommended  allocati  )ns  of  the  supplies  .am.ong 
the  various  claimants.     Thesc;  L.stii;iates  and  the  allocitiens  is  finally  -o- 
term.ined  were  used  as  a  basis  f  jr  planning    procurement  anu  otlier  administrat- 
ive action  d,  signe^^  to  influence  the  utilization  of  milk.    V/ith  th'o-  close 
of  hostilities,,  the  em.phasis  in  the  program  shifted  some'.i/hat  from,  procure- 
ment for  military  uses  to  that  of  procurement  t.  relieve  fandne  conuitions 
in  Europe  and  .i.sia.     ..s  a  part  of  this  work  the  3r?nca  initi.'-:tei  a  pr:;gram 
to  obtain  supplies  of  butter  outside  tho  United  States  for  th'.,  use  of 
United  States  anned  forces  abroad. 
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In  order  to  insure  th^'t  alloc^.tions  would  be  a'^hercd  to  in    practice,  it 
was  nGcess-?.r,y  to  imintain  controls  on  imports  an^;.!  exports  of  dniry  products. 
The  Branch  worked  with  the  Office  of  International  Trale  in  maintaining  and 
administering  these  controls.  -  , 

Goals 

The  Department  continued  it's  practice  of  setting  production  goals  for  milk. 
The  goal  for  1946  was  set  at  120.8  billion  pounds. 

Materials  and  Equipment 

.Because  of  material  and  equipment  shortages,  it  was  necessary  for  the  Branch 
to  continue  to  make  recommendations  to  the  War  Production  Board  and  the 
Civilian  Production  Board  on  the  granting  of  priority  assistance  to  pro- 
cessors of  milk  and  dairy  products.    In  addition,  the  Branch  continued  to 
work  with  other  agencies  to  see  that  containers  for  the  various  dairy  produci 
were  made  available  to  processors. 

The  Branch  provided  the  'Office  of  Price  administration  with  information  to 
be  used  in  the  allocation  of  sugar  for  the  manufacture  of  sweetened  con- 
densed milk  and  also  co  perated  with  otlier  Government  agencies  to  see  that 
assistance  was  given  to  processors  of  dairy  products  in  obtaining  necessary 
fuel,  transportation  equipment,  and  labor.  '  - 


SUBSIDIES 

Tn  order  to  maintain  needed  milk  production  under  price  ceilings the 
Department  continued  a  program,  of  making  subsidy  payments.     There  wore 
three  subsidy  programs  in  effect  during  the  year.   Under  these  programs, 
p^ayments  were  made  to  Cheddar  cheese  manufacturers,  to.fluiri  milk  handlers, 
and  directly  to  producers  of  milk  and  butterfat.""   The  total  amount  ex- 
pende.^  on  subsidy  payments  during  the  year  w:^.s  approximately  55m-  million 
dollars. 

Dairy  Production  pa^^ment  ^rograiri  ■ ,  • 

Direct  payments  to  individual  milk  producers  for  milk  and  butterfat  pr..'- 
duced  and  sold  by  them,  which  v;er>-  begun  in  October  1943 ^  were  continued 
throughout  the  ytar  in  order  to  encourage  prooucers  to  maintain  a  neeued 
high  rate  of  irdlk  production.  Payments  totaling  about  $534,000,000  were 
made  to  over  2  million  dairy  farm-^rs  on  sales  of  71  billion,  pounds  of 
milk  .and  766  million  pounus  of  butterfat. 

The  rate  structure  maintaine>i  the  s-ane  regional  differentials  in  the  rates 
on  whole  milk  as  had  been  established  previously.     In  the  Midvi/est,  the 
basic  rate  was  45  cents  per  hundreoweight  of  whole  milk  for.  the  o'uly- 
September.  period,  60  cnts  for  the  October- j:ril  1946  oeriod,  and  45  cents 
f  jr  the  .;iay-June  period.    Rites  for  the  oth^^r  ar-c^as  ranges  from  lo  to  30 
Cents  higher.     Tho  pa^Tacnt  rate  on  butterfat  which  ./as  uniform  throughout 
the  country  was  13  c^nts  n<.r  pound  during  July,  ,>ugust^  .^nd  September  1945, 

<t  - 
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17  cents  per    ounJ  from  Oct  :;ber  1945  to  ;.pril  I946  inclusive,  ..and  15  cents 
per  pound  during  Ma/  and  June  1946.    The  butteufat  rate  reflected  the  new 
lugisl.:tivc  r^quir.-iTient     th^t  it  bo  not  loss  tfinn  cnc-fourth  of  t.ie  nation- 
al wcightoj.  aver:;go"  p.-yin^nt  rnte  for  whole  milk. 

In  table  5,  th-  naabor  cf  proiucers  receiving  payments  .--.nd  the  amount  of 
tho  paym-^nts  are  shown  for  thw  fiscal  ye„rs  1944,  1945,  and  lyk6. 

Cheudar  Cheese  x"roduction  Payments 

The  subsidy  pajonents  to  Cheddar  ch^-ese  manufacturers,  which  Jore  initiated 
in  DeceffLber  1942  to  enable  Che'^.^ar  cheese  m.^nuf acturers  to  maintain  pro- 
duction under  price  ceilings,  '.vere  continue^/  at  the  basic  rate  of  3-3/4 
cents  per  pound  of  cheese  through  January  31,  194o.     .-.t  that  time  the 
subsidy  payments  were  .terminated  and  a  corresponding  increase  in  the  ceiling 
price  of  Cheddar;  cheese  was  authorized. 

.ifter  iviorch  1,  1944,  the  program  was  carried  on  so  that  subsidy  payments 
were  in  effect  made  only  on  Cheddar  cheese  going  into  civilian  uses.  On 
cheese  purchasecv  by  Government  agencies,  the  ceiling  price  was  3.8  cents 
per  pound  higher  th  an  on  other  sales.     Since  most  cheese  is  marketed 
through  assemblers  who  gr-de,  sort,  2nd  assemble  it  'into  carlots  or  pro- 
cess it,  a  deterndn^tion  at  the  f ictory  level  of  its  final  disposition 
w-s  substantially  Lmpossible.    Payments  vicrc  cr-ntinuo'.'  to  fact:ries  on  all 
Chod^^ar  cheese  produced  by  them,  but  the    aniount  of  the  paym.o-nt  on  ch._ese 
ultiiriatel2/  sold  t  >  Go\''ernment  agencies  at  the  higher  ceiling,    prices  w?.s 
re  cover  el  by  c.-llection  of  3.8  cents  per  ooun'l  from  assemblers  and  nianu- 
f'"'.cturers  on  sales  to  Gover-imont  ngencies. 

The  Dairy  Products  LLarketing  .association  c.nt.inued  to  operate  the  program, 
in  accordance  with  an  agreem.ent  with  the  Commodity  Credit  Corporotion  md 
under  instructions  from  the  Dairy  Branch,     .ibout  11,000  applications  for 
payment,  with  supporting  evidence  of  milk  rv^Coipts  and  uttlization,  clicose 
production,  -.nd  th'^  ..istribution  of  payments  to  pro-.ucers,  were  r-Coived 
and  analyzed.    Payments  w^re  m-'.de  to  approximately  1,730  manufacturers  on 
nearly  413  million  pounds  of  C::eddar  cheese,  .sitli  a  net  expundituro  of 
approximately  .b9, 940, 000. 

The  total  amount  of  subsidies  paid  for  th^  .entire    program,  is  shown  in 
table  6. 

Fluid  Milk  Paymiont  Program 

The  payment  of  subsidies  to'  milk  handlers  was  inaugurated  in  order  to  make 
it  possible  for  handlers  to  pay  higher  prices  to  prouucers  df  milk  ■'/ithout 
increasing  prices  to  consumers.     Higher  prices  to  producers  becam.o  necsssarj/ 
in  som.^-  m.ark'._ts  in  order  to  assure  an  a-.iequate  supply  of  milk.     The  pay- 
munt  -f  these  subsicies  by  the  Commodity  Credit  Corporation  through  m.arket 
administrators  under  the  Fe-.eral  milk  marketing  .agreement  and  order  program 
ws  continuv.'-.  thr:ughout  tho  year  except  in  tvjo  m.?.rketing  areas.  The 
payffionts  in  the  MeW  York  .-Lotropolitan  marketing  area. were  terminated  on 
..pril  25,  194o,  and  in  the  Oman  .-.-Council  Bluffs  i'larkcting  area  on  iay  10  p.94 
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..s  of  June^30,l%6 jtho  program  w-s  in  opcr'^tion  in  10  milk  m'rkcting  aro'i^s. 
Those  -irois  -anrl  thu  r'tcs  jf  payment  per  hun-.Ire  j/veight  cf  flui-l  milk,  as 
jf  thnt  -late,  vjerc  5s  f 'allows:  .  ' 

■       .  •    .    .    :     _2    Cents  per  cvJt. 

Philadelphia  . '  ' 

Pliila-^.elphia,  Suburban 

Schuylkill,  Pennsylvania.     Area  IJo.  4,  except  Hazleton 
Hazleton 

Lehigh  (Pennsylvania^  .-Lrea  No.-  6)  .. 
Harrisburg  (Pennsylvania  .^rea  No.  8) 
York  (Pennsylvania  ..rea  No.  12) 
^■'/ilmington,  Del. 
Baltimore 
Washington,  D.C. 
Fort  Wayne,  Inc. 


PL.aNT  F  -CILITI"  S 

The  Branch  ccntinue-1  tc  give  technical  assist"ncc  on  th-.::  oper:-.tion  '^f  milk 
■J.rying  facilities  financed  with  Ion  I-lease  funJ.s  "did  m.ade  "recomjnen^lations 
to  the  Plont  Financing  Division  of  the  Fiscal  Branch  on  policy  in  connect- 
ion i-Jith  the  acquisition  and  ilisposal  of  these  facilities. 

SURPLUS  P^-.OPERTY  DISI^CS_iS  '    '  ■  . 

The  Departm.ent  disposed  of  in  domestic  channels  dairy  products  declared 
surplus  by  jther  Governmient  agencies.     The  salo-s  of  those  products,  except 
butter,  vjere  ma^.e  by  the  Branch.     S'.les  of  butter  Jiere  -.-ade  thr^.'Ugh  the 
Dairy  Products  rdarkoting  ..ss  .'Ciation  acting  as  agent  for  the  Dep  rtment. 

Tht;  largest  sales  v;ere  of  outter  decl  .red  s^irolus  by  the  ..rmy  and  the  War 
Shipping  .I'-lministration.     This  butter  was  purchase:,,  during  tho  season  of 
heavy  production  in  1945  to  meet  requirem.ents.  throughout  the  following 
year.    VJith  the  rapid  demobilization  of  Arm.y  personnel,  there  were  surplus 
supplies  of  butter  in  army  stocks.     This  butter  was  sold  in  accordance 
with  the  established  policies  for  disposing  of  surplus  comiuodities  in 
domestic  outlets  in  a  manner  which  would  assure  the  orderly  marketing  of 
the  product,  would  comply  with  priority  regulations,  and  protect  the  brands 
of  the  vendors  who  had  orignialxy  sold  the  butter  to  the  Government  agencies 
Substantially  all  of  the  butter  was  regraded  and  re^eighed  before  it  was 
offered  for  sale. 

In  addition  to  the  surplus  butter,  there  were  small  quantities  of  other 
surplus  dairy  products  w  .ich  were  disposed  of  by  the  Department.  The 
quantities  of  these  products  are  shown  in  table  7. 
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ik^;entory  dis,"C3al3  to  uI'jrra,  lt:md--le -.SE 
■;  ■  cl.ei  .nts,  and  other  "'or::ign  govern:^wts 

During  the  past  year, 'the  Department  continued  to  procure  dairy  products 
for  L'NRRa,  lend-lease  claiiriants,  and  other  foreign  governments,  '/hen 
lend-lease  shipments  were  termincted  on  V-J  day,  arrangements  were  made 
with  lend-lease  claimants  for  the  purchase  of  long-term  credit  of  those 
producr-s  which  had  previously  been  procured  by  the  Department  for  these 
claimants.    "Jhen  these  so-calied  "pipeline  shipments"  v;ere  completed,  the 
former  lend-lease  claimants  purchased  through  the  Department  on  a  cash 
basis. 

About  675,000  tons  of  dairy  products  were  shipped  during  the  past  fiscal 
year,  viita  45  percent  of  the  t-otal  going  to  UIJRHa,  35  percent  to  lend-lease 
claimants,  .^ind  20  percent  lo  foreign  goverrjrients  on  a  cash  br.sis.     Of  the 
total  aiuount  of  dairy  products  shipped,  evaporated  milk  accounted  for  55 
percent,  cheese  IS  percent,  and  nonfat  dry  milk  solids  14  percent.  Dried 
whole  rai^k,  sweetened  condensed  milk,  and  butter  made  up  most  of  the  bal- 
ance of  tho  total  in  that  order  of  importance. 

OTHER  IlJVOTORY  DI3P0S  lES 

In-ad'dition  to  selling  dair.;/  products  which  were  declared  surplus  by  other 
Goverrmient  agencies,  the  Branch  sold  dairy  products  held  by  the  Comrriodity 
Credit  Corporation  to  domestic  purchasers  for  the  purpose  of  reducing 
ComjTiodity  Credit  Corporation  inventories  or  for  disoosing  of  stocks  which 
were  out  of  condition.     The  am.ount  of  dairy  products  sold  to  purchasers 
"in  the  United  States  is  shown  in  table  8. 

During  the  past  year  the  inventories  hold  by  the  Com.modity  Credit  Cor- 
poration of  dairy  products  5  m.onths  old  and  over   ;ere  lowered  from  a  total 
of  90,472,553  pounas  held  on  July  1,  1945,  to  1^56,913  pounds  held  on  June 
30,  I746.     Part  of  this  inventory  w^.s  sold  in  aomestic  outlets  in  the 
United  States  and  part  wiiis  sold  to  foreign  cl'  Lmants.     In  table  9,  stor- 
age holaings  of  dairy  products  o  Aionths  old  and  over  on  Ju.  y  1,  1945,  and 
on  June  30,  194o,  are  shoxm. 
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Table  7  -  Sales  of  surplus  dairy  oroducts  in  domestic 

outlets  during  the  fiscal  year  ended  J'one  30, 
1946. 


Com:iOdity 

Surplus  from 
other  agencies 

Butter 

Pounds 
81,281,885 

Cheese  : 

250,659 

Sweetened  Condensed  milk  : 

28,224 

i/Iilk  sugar  ; 

10,400 

Malted  milk  tablets 

91,358 

Dry  milk 

560,100 

3 


Table  8  -  Dairy  product  sales  of  Comjaodity  Credit 

Corporation  stocks,  July  1,  1945  -  June  30,  1946 


Commodity 

[  Quantity 

Butter 

:  "^ounds 
:  13,061,779' 

Evacorated  milk 

:  6,425,298 

Cheese 

:  ^220,508 

Sweetened  condensed  milk 

:  234,738 

Butter  oil 

7,003 

Dry  \jhey 

29,2o0  , 

Dry  milk 

876,348 

Baby  foods 

l,3oO 

Milk  powder  sweepings 

39,198 
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Table  9.^    Storage  holdings  of  dairy  products  6 
months  of  age  and  over 


"  ^  Commodity 

:  July  1,  1945 

:     June  30,  1946 

:  Pounds 

;  Pounds 

Army  spread 

:     .       2  72.,  6  02 

:              -  . 

Carter's  spread 

:  452,175 

- 

Cheese,  natural 

:  2,185,080 

:  254,914 

Cheese,  processed 

:        '  323,490 

:    ■  199,920 

I^Iillc,  condensed 

4,  oUo ,  <;  oU 

Milk,  evaporated 

25,520,261 

87 

1-fi.lk,  malted 

;.     -  492 

Mlk,  nonfat  roller  , 

20,779,771  : 

1,500 

Milk,  nonfat,  spray                       ,  ; 

26,301,534  : 

Milk,  dry  whole  : 

15,421,728  : 

Dried  w/hoy  : 

410,687  : 

Total  : 

96,472,558  : 

.  456,913 

